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Combatting 
Economic Crimes: 
The Political Nexus 


illegally either individually or in 
a group or organised manner 
thereby violating existing legis- 
lation governi ng the economic 
activities of the government and 
its administration and includes 
any form of fraud, narcotic drug 
trafficking, money laundering, 
embezzlement, bribery, looting 
and any form of corrupt mal- 
practices, illegal arms deals, 
smuggling, human trafficking 
and child labour, oil bunkering 
and illegal mining, tax evasion, 
foreign exchange malpractices 
i ncludi ng counterfeiti ng of cur- 
rency, theft of intellectual prop- 
erty and piracy, open market 
abuse, dumping of toxic wastes, 
and prohi bited goods etc". The 
Act also defi nes the meani ng of 
terrorism though the ambit of 


by Srinath Fernando 

n Sri Lanka the middle 
class and the 'not 
so 
privi- 
leged' 
class have 
an inclina- 
tion to pay 
the utili- 
ties bills 
promptly 
for the fear 
of govern- 
ments 

authority to 
disconnect 
the uti lity 
service at will 
for the fai lure 
to make pay- 
ment for the 
service 

obtained. Many 
even resort to 
pawning their 
jewellery to settle 
the bi Ms. This is 



the day-to-day 
di lemma for the ordi nary 
citizens of this country. 
Whereas there are big busi- 
nesses and crooks who sys- 
temati cal ly evade the tax 
and deprivi ng the govern- 
ment of billions of rupees 
yet they survive without 
bei ng questi oned, i nvesti - 
gated or penalized. They are 
being protected and nur- 
tured by a phenomenon 
called the secret political 
influence and also by the 
mafia link with the enforce- 
ment authorities. Politics 
and Mafia mix well as both 
pursues short cut to wealth. 
J ohn Dickie, an authority 
on mafi a, in his book A 
History of theSicilian 
Mafia: Cosa Nostra has 
defined mafia as 'pursuing 
power and money by culti- 
vating the art of killing peo- 
ple and getting away with it, 
and by organizing itself in a 
unique way that combines 
the attributes of a shadow 
state, an illegal business, 
and a sworn secret society'. 

In Sri Lanka economics 
crimes have been on the 
i ncrease ever si nee the 
economy was liberalized 
when UNP government 
came into power in 1977. 
The open economic princi- 
ples brought about a mas- 
sive economic activity and 
led to a number of mega 
construction projects. The 
Skyscrapers of Colombo 
could be seen from afar, a 
clear reflection of the suc- 
cess of the J RJ 's economic 
policies. It also brought 
along with it the negative 
side. The SLFP led govern- 
ments were i n power si nee 
1994 and its economic per- 
formance has not been as 
impressive as the UNP's 18 
year rule, during which 
time massive projects such 
as Colombo Port, and 
Mahaweli project were com- 
pleted. 

With the advent of open 
market economics, many 
cri mes were attempted at. 
The most spectacular eco- 
nomic crime people heard 
duri ng the last two decade 
was the siphoning off of 
kerosene from a pi pel i ne 
running from Colombo har- 
bour to the Sapugaskanda 
Refinery. A classic economic 
crime, which also had some 
political connections. 
Though the origin of eco- 
nomic cri mes origi nates 
from the ti me economy was 
liberalized but it does not 
per sewarrant criticism, 


With the advent of technology Economic crime 
has become highly sophisticated primarily in 
light of the advances in information and telecom- 
munication technologies. It would be difficult for 
an ordinary police officer to investigate a sophis- 
ticated crime unless he or she has had spe- 
cialised training. Investigating an economic 
crimes would entail a lot of time and even with 
evidence, to secure a conviction depends on legal 
niceties. There are a number of hurdles in the 
path of combating economic crimes. 


the enactment i s to i nvesti gate 
economic crimes. Nigeria has 
made advances i n economi c 
crime prevention and perhaps we 
can take a leaf out of that book.. 

South Africa also established 
an authority by an act of parlia- 
ment (Financial Intelligence 
Centre Act No. 38 of 2001) 
with the purpose of assisti ng i n 
the identification of the proceeds 
of unlawful activities and the 
combating of money launderi ng 
activities. The other objectives of 
the Centre are to make i nforma- 
tion collected by it, available to 
investigating authorities, the 
i ntel I i gence servi ces and the 
South African Revenue Service 
to facilitate the administration 
and enforcement of the laws of 
the Republic and to exchange 
information with similar bodies 
in other countries regarding 
money laundering activities and 
similar offences. 

Press reports indicated that 
UNP administration had ambi- 
tious plans to merge the Customs 
Department and Inland Revenue 


menace of economi c cri mes. The 
Act defines an economic crime 
as "non violent criminal and 
i I licit activity committed with 
the objective of earning wealth 


and to form a unified National 
Revenue Authority but had to be 
shelved due to pressure from 
Trade Unions. The merger itself 
does not guarantee that it would 
enhance the revenue collection 
for the government what is 
important is the radical depar- 
ture from our current system of 
revenue collection and to intro- 
duce a system where officers of 
Customs and Inland Revenue 
have the necessary wherewithal 
to investigate economic crimes. 
Enactments of new laws will 
remai n only i n the books, but the 
will to pursue a case solely 
depends on the team sent to 
investigate a case. They should 
be adequately motivated, protect- 
ed and i ncentives are offered for 
successful prosecution of 
offences. Customs and Inland 
Revenue Intelligence Unit should 
be reorganised and staff should 
be adequately trai ned to deal 
with high tech crimes. 

Central Bank of Sri Lanka too 
should be actively involved in 
preventing economic crimes; it 
showed some genuine enthusi- 
asm when Pyramid schemes 
made its mark in Sri Lanka . 
Likewise public awareness is cre- 
ated as regards other scams so 
that unsuspecting citizens are 
saved from pitfalls. Gambling 
and Casi nos are good money 
spinners for the economy, as is 
the i ncome from tobacco and 
liquor sales, and Sri Lanka can- 
not afford to do away with such 
enterprises. An effective econo- 
my requires that all business 
functions, though some may be 
morally repugnant, should rea- 
sonably be monitored and regu- 
lated. It does not mean that such 
i ndustries should be banned but 
there should be adequate checks 
and balances. 

Getting rid of corruption and 
abuse in Sri Ian ka is not an easy 
task, it is so rampant i n most 
developed countries as well. 
What is required is the political 
will. Politicians themselves are 
protected, nurtured and 
financed by shady characters. 
How will we ever see the end of 
corruption?. The day we get rid 
of causes of corruption and 
abuse, would we find a prosper- 
ous Sri Lanka. 
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loop holes i n the system. 
International criminal 
organizations who engage 
in the drug trade, gun 
smuggling, fraud, counter- 
feiting, tax evasions, poach- 
ing, money laundering and 
other financial crimes, 
cyber crimes, computer and 
credit card frauds were ever 
poised to make use of such 
opportunities. No single 
individual obviously can be 
privy to such sophisticated 
cri mes and it has to be a 
combination of masters of 
the game (the planners), the 
criminals (operatives) and 
the authorities (mafia link 
in the Police, Customs etc). 
When most people think of 
organized crime, their 
immediate perception is the 
Italian style 'Godfather' 
movies. In an article in the 
African Security Review (Vol 
HNo:12002), Noel Kututwa 
has described economic and 
organized crime as follows: 
the criminal activities are 
'organised' and distinct 
from 'isolated', the organi- 
zation is self-perpetuating, 
the motive is financial gain 
and could be political, the 
goals are particular activi- 
ties, which stifles outside 
competition., the top men 
(planners) are insulated 
from the cri mi nal act, acti v- 
ities promote fear and cor- 
ruption 

The Government of Sri 
Lanka loses bi 1 1 ions of rev- 
enue from such shady busi- 
ness activities. If a system- 
atic and holistic approach is 
adopted in collecting rev- 
enue legaly due for the gov- 
ernment, the government 
would not have to resort to 
commercial borrowing from 
international financial mar- 
kets. This would also enable 
the government to reduce 
the budget deficit. Since 
9/ 11 the US and Western 
Governments have put i n 
place a number of fi Iters to 
check on the international 
terror networks as some ter- 
rorist organisations had 
involved in massive eco- 
nomic crimes world wide 
and this government inter- 
vention in checking bone 
fides of money transactions 
have effectively put a 
damper on fundraising for 
terrorist activities. In many 
advanced countries 
Industrial Espionage is also 
monitored, however in Sri 
Lanka we do not have such 
an advanced technology to 
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asset, if at all, is the 
M icro Cars, which needs 
some protection from eyes 
from abroad. Almost all the 
ex-Presidents appointed 
Special Presidential 
Commissions of Inquiry to 
look i nto allegations of cor- 
ruption and abuse but 
Commissions only produced 
their reports except for a 
few prosecutions. . 

Revenue intelligence 

We have had several 
attempts on the lives of cus- 
tom officers and other gov- 
ernment officers involved 
in investigating corruption. 
This would put a restraint 
on honest dedicated investi- 
gators from going about 
their routine work if their 
lives are threatened. News 
media exposes, on a weekly 
basis, massive scale corrup- 
tion and shady deals by top 
government officials. 

We have establ i shed a 
Commission to Investigate 
Bribery & Corruption but 
no bi g sharks have ever 
been convicted. 

With the advent of tech- 
nology Economic crime has 
become highly sophisticated 
primarily in light of the 
advances in information 
and telecommunication 
technologies. It would be 
difficult for an ordinary 
pol i ce off i cer to i nvesti gate 
a sophisticated crime 
unless he or she has had 
specialised training. 
Investigating an economic 
cri me would entai I a lot of 
time and even with evi- 
dence, to secure a convic- 
tion depends on legal 
niceties. There are a num- 
ber of hurdles i n the path of 
combati ng economi c 
cri mes. The mai n hurdleis 
the practical aspect of 
i nvesti gati ng a cri me and 
the loopholes in our laws 
that allows a crook to cir- 
cumvent the law. It is per- 
haps time a Special 
Presidential Commission 
was established to look into 
the enti re gamut of econom- 
ic crimes and to recommend 
law reforms necessary to 
arrest this situation. 

Lessons from other 
countries 

Nigeria has had a resur- 
gence of economic crimes 
as a result of its oil wealth 
and its economic boom. The 
Government of Nigeria 
established Financial and 
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